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DEPARTMENT  OF  ENERGY 

DEPARTMENT  OF  THE  TREASURY 

l  Docket  No.  ERA-R-79-44] 

Hearings  and  Request  for  Public 
Comment  on  Enforcement  of  Oil 
Import  Quota 

agency:  Departments  of  Energy  and 
Treasury. 

ACTION:  Notice  of  hearings  and  request 
for  public  comment. 

summary:  The  Department  of  Energy 
(DOE)  and  the  Department  of  the 
Treasury  are  seeking  public  comment  to 
assist  them  in  making  recommendations 
to  the  President  concerning  the 
enforcement  of  the  oil  import  quota 
announced  by  the  President  on  July  15. 
1979.  This  Notice  sets  forth  a  description 
of  three  alternative  approaches  to 
implementing  the  quota.  The  public  is 
invited  to  submit  additional  alternatives, 
or  combinations  thereof,  which  will 
receive  consideration  as  long  as  they  are 
capable  of  achieving  the  goals  set  forth 
by  the  President. 

DATES:  Written  comments  are  due  by 
November  9, 1979.  Hearings  will  be  held 
in  San  Francisco  on  October  29, 1979;  in 
Dallas  on  October  31, 1979;  in  Chicago 
on  November  2, 1979;  in  Boston  on 
November  6, 1979;  and  in  Washington, 
D.C.  on  November  7, 1979.  All  hearings 
will  begin  at  9:30  a.m.  local  time. 
Requests  to  speak  at  the  regional 
hearings  must  be  received  by  October 
22, 1979.  Requests  to  speak  at  the 
Washington,  D.C.  hearing  must  be 
received  by  October  24, 1979. 
addresses:  A.  HEARING  LOCATIONS: 

1.  Boston — John  W.  McCormick,  Post  Office 

and  Court  House  Bldg.,  2nd  Floor 
Conference  Room  No.  208,  No.  5  Post 
Office  Square,  Boston,  Massachusetts. 

2.  San  Francisco — Holiday  Inn,  Gold  Rush 

Room  No.  B,  1500  Van  Ness  Avenue,  San 
Francisco,  California. 

3.  Dallas — Dallas  Dunfey  Hotel,  Texas  One 

Room,  3800  West  Northwest  Highway, 
Dallas,  Texas. 

4.  Chicago — E.  M.  Dirksen  Federal  Bldg- 

Room  204A,  219  South  Dearborn, 

Chicago,  Illinois. 

5.  Washington,  D.C. — James  Forrestal 

Building.  Auditorium,  Room  GE-086, 1000 
Independence  Avenue,  S.W., 

Washington,  D.C. 

B.  REQUESTS  TO  SPEAK: 

Requests  to  speak  should  be 
addressed  to  the  following  offices: 

1.  Boston  Hearing:  Department  of  Energy, 

ATTN:  Kathy  Healy,  Room  700, 150 
Causeway  Street,  Boston,  MA  02114. 

2.  San  Francisco  Hearing:  Department  of 

Energy,  ATTN:  Terry  Osborne.  3rd  Floor, 
111  Pine  Street,  San  Francisco,  CA  94111. 


3.  Dallas  Hearing:  Department  of  Energy. 

ATTN:  Mac  L  Lacefield,  2626  West  ^ 
Mockingbird  Lane,  P.O.  Box  35228, 

Dallas,  TX  75235. 

4.  Chicago  Hearing;  Department  of  Energy, 

ATTN:  Lou  Brownlee,  175  West  Jackson 
Boulevard,  Chicago,  IL  60604. 

5.  Washington.  D.C.  Hearing:  ERA  Docket  No. 

ERA-R-79-44.  Department  of  Energy, 
Room  2312,  2000  M  Street,  N.W., 
Washington,  D.C.  20461. 

C.  WRITTEN  COMMENTS: 

All  written  comments  should  be 
addressed  to:  ERA  Docket  No.  ERA-R- 
79-44,  Department  of  Energy,  Room 
2312,  2000  M  Street,  N.W.,  Washington, 

D.C.  20461, 

FOR  FURTHER  INFORMATION  CONTACT: 

Robert  C.  Gillette  (Office  of  Public  Hearings 
Management),  Economic  Regulatory 
Administration,  Room  2312,  2000  M  Street. 
N.W.,  Washington,  D.C.  20461.  (202)  254- 
5201. 

Robert  D.  R.  de  Sugny  (Office  of  General 
Counsel),  Department  of  Energy,  Room 
5116, 12th  and  Pennsylvania  Avenue  NW„ 
Washington,  D.C.  20461,  (202)  633-9380. 
James  Harkins,  III.  (Office  of  Oil  Imports), 
Department  of  Energy.  Room  4210,  2000  M 
Street  NW.,  Washington,  D.C.  20461,  (202) 
254-8620. 

Josette  L.  Maxwell  (Regulations  and 
Emergency  Planning).  Economic  Regulatory 
Administration,  Room  8202L,  2000  M  Street, 
NW.,  Washington,  D.C.  20461.  (202)  632- 
5133. 

Steve  McGregor  (Policy  and  Evaluation), 
Department  of  Energy,  Room  7H063,  James 
Forrestal  Building,  1000  Independence 
Avenue  SW„  Washington,  D.C.  20585,  (202) 
252-5626. 

Ed  Valade  (Public  Affairs),  Department  of 
Energy,  Room  8E082,  James  Forrestal 
Building,  1000  Independence  Avenue  SW., 
Washington,  D.C.  20585,  (202)  252-5806. 

SUPPLEMENTAL  INFORMATION: 

I.  Background 

II.  Discussion  of  Alternate  Systems 

III.  General  Issues 

IV.  Specific  Comments  Requested 

V.  Comment  Procedures 

I.  Background 

In  his  address  to  the  nation  on  July  15, 
1979,  President  Carter  announced  quotas 
on  imports  of  foreign  oil  in  order  to  limit 
those  imports  to  a  level  which  would  be 
below  the  amount  imported  in  1977.  The 
President  noted  that  in  the  past  two 
decades,  the  U.S.  has  been  reduced  from 
a  position  of  energy  independence  to  the 
point  where  almost  one-half  of  our  oil  is 
imported  and  that  ‘‘[tjhis  intolerable 
dependence  on  foreign  oil  threatens  our 
economic  independence  and  the  very 
security  of  our  nation."  This  action 
followed  the  Tokyo  Economic  Summit 
Conference  held  in  June,  1979,  at  which 
the  United  States  and  the  other  nations 
attending  the  Summit  agreed  that  each 


country  would  take  action  to  limit 
imports  of  oil  to  agreed  upon  levels. 

The  Secretaries  of  Energy  and 
Treasury  have  been  directed  to  develop 
recommendations  on  a  mechanism  for 
enforcement  of  the  quota.  This  notice 
outlines  three  possible  approaches  to 
implementing  the  quota  and  the 
comments  submitted  by  the  public  in 
response  will  be  considered  in 
formulating  the  final  recommendations. 

It  should  be  noted  that  the  quota 
enforcement  mechanism  selected  may 
not  necessarily  resemble  one  of  the 
three  approaches  outlined  here  if  further 
study  and  public  comments  indicate  the 
need  for  an  additional  alternative  or  a 
combination  of  various  alternatives. 

The  President’s  authority  to  establish 
a  quota  on  oil  imports  is  based  on 
Section  232(b)  of  the  Trade  Expansion 
Act  of  1962,  as  amended,  which  provides 
that  upon  a  finding  by  the  Secretary  of 
the  Treasury  that  a  commodity  is 
entering  the  country  “in  such  quantities 
or  under  such  circumstances  as  to 
threaten  to  impair  the  national  security", 
the  President  may  "take  sudh  action, 
and  for  such  time,  as  he  deems 
necessary  to  adjust  the  imports  of  [the 
commodity] .  .  .  Pursuant  to  this 
authority  (and  the  authority  of  a 
predecessor  statute),  investigations  of 
imports  of  petroleum  and  petroleum 
products  were  conducted  in  1959, 1975 
and  most  recently  in  March,  1979.  In 
each  case,  it  was  found  that  imports  of 
petroleum  and  petroleum  products  were 
entering  the  country  "in  such  quantities 
and  under  such  circumstances  as  to 
threaten  to  impair  the  national  security." 
Following  the  initial  finding  in  1959, 
President  Eisenhower  issued 
Presidential  Proclamation  3279  which 
established  the  Mandatory  Oil  Import 
Program  (MOIP),  a  quota  system  for 
controlling  imports  of  petroleum  and 
petroleum  products.  In  1973,  the  MOIP 
was  amended  to  eliminate  quantitative 
limits  on  imports  and  substitute  a 
system  of  licenses  subject  to  the 
payment  of  fees.  The  fees,  which  were 
$0,21  per  barrel  for  crude  oil  and  $0.63 
per  barrel  for  petroleum  products,  were 
suspended  effective  April  1, 1979  as  a 
result  of  the  world  shortages  of 
petroleum  which  followed  the  near 
cessation  of  Iranian  exports.  At  the 
current  time  there  are  no  restrictions  on 
the  importation  of  oil  into  the  United 
States  other  than  the  requirement  that 
one  must  first  obtain  a  license  from  the 
Office  of  Oil  Imports  of  DOE. 

Section  II  of  this  notice  describes  the 
three  alternative  means  of  implementing 
the  quota.  General  issues  are  discussed 
in  Section  III  and  specific  questions  with 
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respect  to  the  various  quota  options  are 
raised  in  Section  IV  of  this  notice. 

II.  Alternative  Quota  Systems 

1.  Alternative  No.  1:  Auction  System. 
Under  an  auction  system,  a  Fixed 
quantity  of  oil  import  rights  would  be 
distributed  by  periodic  sale  to  the 
highest  bidders.  Interested  parties 
would  submit  to  the  designated  agency 
an  offer  stating  the  prices  they  would 
pay  for  various  quantities  of  import 
rights  [i.e.  multiple  bids  would  be 
accepted).  Bids  would  be  filled  down  to 
the  quantity  which  exhausts  the  quota. 
The  price  paid  by  successful  bidders 
would  be  the  price  bid.  Rights  would  be 
transferable,  assuring  that  those  who 
subscribed  in  excess  of  their  needs 
could  dispose  of  their  excess  rights, 
while  at  the  same  time  providing  an 
opportunity  for  those  desiring  additional 
rights  to  purchase  them. 

Auctions  would  occur  on  a  periodic 
basis,  possibly  quarterly,  with  a 
seasonally  weighted  percentage  of  the 
annual  quota  available  at  each  sale. 
Licenses  would  be  valid  for  a  specific 
four  month  period.  These  periods  would 
overlap  to  provide  continuity  in  the 
availability  of  licenses,  while  lessening 
the  potential  for  market  manipulation. 

Bidders  would  be  required  to  post 
either  50%  of  the  dollar  amount  bid  in 
cash  or  post  a  bond  in  the  full  amount  at 
the  time  the  bid  is  submitted.  Bonded 
licenses  would  not  be  transferable 
unless  converted  to  a  pre-paid  license  or 
the  purchaser  posted  his  own  bond. 
Successful  bidders  who  had  made  a 
partial  cash  payment  would  have  to 
remit  the  balance  prior  to  a  license 
being  issued  and  would  forfeit  the 
payment,  and  be  liable  for  the  balance, 
if  they  failed  to  take  delivery  of  the 
license.  Persons  posting  bonds  who 
failed  to  take  delivery  of  the  license 
would  forfeit  the  bonds.  Persons  posting 
bonds  would  be  required  to  submit 
monthly  remittances  for  actual  imports, 
with  the  balance  due  on  the  expiration 
date  of  the  license.  No  refunds  would  be 
provided  for  unused  portions  of  licenses. 

2.  Alternative  No.  2:  License  Fee. 
Under  the  license  fee  system,  imports 
would  be  limited  by  imposing  a 
sufficient  fee  on  imports  to  reduce 
demand  to  the  quota  level.  DOE  would 
calculate  the  appropriate  per  barrel  fee 
which  would  be  necessary  to  reduce 
imports  to  the  quota  level. 

The  fee  system  would  operate  in  a 
manner  similar  to  the  MOIP,  except  that 
the  program  would  be  simplified.  If 
requests  for  import  licenses  exceeded 
the  quota  because  of  unexpected 
demand,  the  fee  would  be  increased  in 
subsequent  periods.  If  a  fee  system  were 
adopted,  there  would  probably  be  one 


fee  level  for  all  petroleum  imports  and 
there  would  be  no  restriction  on 
eligibility  or  transferability.  Licenses 
would  be  sold  on  a  periodic  basis, 
possibly  quarterly,  and  they  would  be 
valid  for  a  specific  four  month  period, 
the  periods  overlapping.  Bonds  could  be 
posted  in  lieu  of  prepayment  of  fees  in  a 
manner  similar  to  the  MOIP  except  that 
persons  posting  bon^s  would  be  liable 
for  the  unused  balance  of  any  expired 
licenses.  Similarly  no  refunds  would  be 
available  for  pre-paid  licenses  which 
were  not  fully  utilized. 

3.  Alternative  No.  3:  No  Charge 
Allocation.  Under  the  no  charge 
allocation  system,  imports  would  Be 
limited  by  distributing,  without  charge, 
licenses  which  would  confer  the  right  to 
import  a  fixed  quantity  of  crude  oil  and 
finished  or  unfinished  products.  If 
historical  precedents  are  followed, 
import  licenses  for  crude  oil  and 
unfinished  oils  would  be  distributed 
among  all  those  with  capacity  to  process 
such  petroleum.  The  volume  of  import 
rights  conferred  could  be  determined  by 
the  refiner's  crude  runs  to  stills  or  by 
certified  crude  distilling  capacity.  Import 
licenses  would  be  transferable  which 
would  enable  those  refiners  who  are 
more  dependent  on  foreign  feedstocks  to 
acquire  import  rights  from  those  refiners 
less  able  to  use  them. 

Under  the  MOIP,  rights  to  import 
some  finished  products  were  allocated 
to  historic  importers,  such  as  deepwater 
terminal  operators,  marketers,  and  large 
volume  consumers,  and  they  could  be 
distributed  under  the  quota  on  a  similar 
basis.  Finished  products  would  be 
allocated  on  an  annually  adjusted 
historical  basis  and  the  licenses  would 
be  transferable. 

If  all  licenses  are  made  freely 
transferable,  new  entrants  will  be  able 
to  enter  the  market,  but  possibly  at  a 
substantial  competitive  disadvantage 
compared  to  existing  allocation  holders. 

III.  General  Issues 

1.  Geographic  and  Product  Coverage. 
The  quota  established  by  the  President 
at  the  Tokyo  Economic  Summit 
Conference  and  in  his  national  energy 
address,  assumed  a  certain  geographic 
scope  and  commodity  coverage. 
However,  no  final  determinations  have 
been  made  and  comments  are  therefore 
solicited  on  these  questions. 

Under  the  assumptions  utilized  in 
setting  the  quota,  the  geographic  scope 
of  the  program  would  include  the  fifty 
states  and  the  District  of  Columbia.  U.S. 
territories  and  foreign  trade  zones 
wbuld  not  be  subject  to  the  quota.  Thus, 
petroleum  imported  into  those  areas 
from  foreign  sources  would  not  be 
counted  but  products  shipped  to  the  U.S. 


from  those  areas  would  be  subject  to  the 
established  level.  While  this  approach 
appears  to  be  appropriate,  its 
applicability,  especially  with  respect  to 
Puerto  Rico,  continues  to  be  evaluated. 

Petroleum  imports  encompassed  by 
the  quota  would  include  some  items 
formerly  exempt  from  import  controls 
under  the  MOIP.  Petroleum  imports 
under  the  quota  would  include  crude  oil, 
unfinished  oils  and  finished  products,  as 
defined  in  Section  II  of  Proclamation 
3279,  as  amended.  Those  definitions 
would  be  retained  in  the  new  system; 
however,  the  exclusion  for  imports  of 
asphalt,  ethane,  propane  and  butanes 
contained  in  Section  2(d)  of  the 
Proclamation  would  be  eliminated  as 
would  the  limitation  on  specialized 
petroleum  products  that  excluded  those 
products  subject  to  a  duty  of  more  than 
one  cent  per  pound  as  of  January  1, 1973, 
under  the  Tariff  Schedules  of  the  United 
States.  The  elimination  of  this  latter 
limitation  would  mean,  for  example,  that 
all  imports  of  petroleum  based 
lubricants  would  be  subject  to  the 
quotas.  In  addition  to  the  preceding 
products,  imports  of  petroleum  coke  and 
paraffinic  waxes  would  be  subject  to  the 
quota. 

2.  International  Exchanges.  Because 
the  quota  level  is  a  function  of  net 
imports,  a  person  will  not  affect  the 
quota  limit  if  he  exports  oil  from  the 
United  States  as  part  of  an  exchange 
with  persons  in  foreign  countries.  We 
believe  that  persons  importing  oil  as  a 
result  of  exchange  agreements  approved 
under  U.S.  Export  Control  regulations 
should  be  allowed  to  obtain  a  license 
without  cost.  A  possible  approach  might 
provide  that  a  person  would  be  able  to 
obtain  licenses  upon  a  determination 
that  the  proposed  exchange  was 
consistent  with  the  purposes  of  the 
program  and  that  the  oil  which  will  be 
exported  will  not  be  taken  from  an  oil 
deficient  region. 

3.  Tariff.  Presidential  Proclamation 
No.  4655  temporarily  suspended  both  the 
license  fees  under  the  MOIP  and  tariffs 
on  imports  of  petroleum  and  petroleum 
products  as  of  April  1, 1979.  Prior  to  that 
time,  payment  of  tariffs,  which  vary 
depending  on  gravity  or  end  use,  was 
credited  against  license  fee  obligations. 
The  fee  therefore  provided  a  uniform 
level  of  protection. 

Under  some  of  the  quota  systems,  this 
would  not  be  possible  and  therefore  the 
tariffs  would  provide  a  level  of 
protection  for  domestic  refining  capacity 
which,  in  some  cases  such  as  gasoline 
imports,  will  be  almost  equal  to  that 
afforded  by  the  MOIP.  Elimination  of  the 
tariff  refund  has  been  assumed  and 
comments  should  reflect  the  existence  of 
present  tariff  levels. 
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4.  Petroleum  Product  and 
Petrochemical  Exports.  The  quota  level 
will  reflect  net  imports,  i.e.  total  import 
volumes  minus  the  volume  exported. 
Exports  for  the  initial  quota  period  will 
be  estimated  by  DOE.  Once  estimated, 
the  question  arises  as  to  whether  the 
additional  quantities  of  imports  which 
are  made  available  by  exports  should  be 
used  to  generally  increase  the  volume  of 
import  rights  distributed  or  whether  they 
should  be  used  to  provide  a  refund  or 
credit  to  those  persons  who  actually 
exported. 

IV.  Specific  Comments  Requested 

In  addition  to  the  issues  which  have 
been  raised  in  the  preceding  discussion, 
we  would  appreciate  comment  on  the 
general  workability,  relative  economic 
impact,  and  the  ability  of  each 
alternative  to  meet  the  quota,  as  well  a9 
comment  on  the  following  questions.  To 
facilitate  processing  of  comments,  we 
would  appreciate  identification  of  your 
comment  by  reference  to  the  questions 
as  numbered  below. 

1.  With  Respect  to  an  Auction  System. 

(a)  One  concern  often  expressed  with 
respect  to  the  auction  system  is  that 
persons  or  companies  with  substantial 
financial  resources  could  bid  for  such 
quantities  and  at  such  prices  so  as  to 
exclude  others  from  the  market.  Would 
a  noncompetitive  bid  provision  (which 
would  allow  parties  to  enter  a  request 
for  a  quantity  of  import  rights  for  which 
they  would  pay  the  minimum  successful 
bid  price  of  the  auction  for  that  quantity 
plus  a  minimal  surcharge)  be  sufficient 
to  avoid  this  problem?  Do  we  need  a 
provision  such  as  described  above  to 
guarantee  access  to  import  rights?  If  so, 
should  there  be  a  limit  on  the  quantity 
obtained  by  any  one  purchaser?  Could 
this  procedure,  thus,  allow  a  few 
participants  to  set  the  price  of  import 
rights?  Is  there  an  alternate  procedure 
which  would  achieve  the  same  end? 

(b)  Since  the  value  of  import  rights 
can  fluctuate,  is  there  a  need  for  any 
restrictions  on  bids  in  order  to  prevent 
speculative  bidding?  In  this  connection, 
is  there  a  need  for  a  minimum  bid  price 
and,  if  so,  what  price  level  woud  suffice? 
Should  we  establish  a  quantitative 
limtation,  i.e.  a  maximum  amount  of 
import  rights  which  could  be  purchased 
by  any  one  person,  based  on  a 
percentage  of  historic  import  levels  or 
some  other  method? 

(c)  Should  we  restrict  eligibility  to 
participate  in  an  auction?  If  so,  what 
should  be  the  criteria  for  selection  of 
eligible  participants?  If  restrictions  on 
eligibility  were  adopted,  should 
purchasers  in  the  secondary  market  be 
required  to  meet  these  same  eligibility 
criteria? 


(d)  Licenses  would  only  be  valid  for  a 
period  of  four  months  under  the 
proposal.  Is  this  period  sufficient  to 
permit  the  planning  of  import  purchases 
or  should  bids  for  future  time  periods  be 
permitted?  If  bids  for  future  periods  are 
allowed,  what  percentage  of  the 
quantities  allotted  to  future  auction 
periods  should  be  made  available  and 
over  what  time  period  should  they  be 
valid?  How  far  in  advance  of  the  quota 
period  should  the  auction  take  place? 

(e)  Are  there  factors  which  would 
make  it  desirable  to  establish  upper 
limits  on  the  prices  which  could  be  bid? 

(f)  What  is  an  appropriate  lot  size 
(number  of  barrels)  that  each  license 
should  represent? 

(g)  At  the  begining  of  the  MOIP, 
allocation  of  licenses  for  crude  oil 
among  refiners  was  historically  based. 
This  system  was  gradually  phased  out 
over  the  life  of  the  program,  and 
replaced  with  an  allocation  system 
based  on  refinery  input  and  biased 
toward  smaller  refineries.  Is  the 
noncompetitive  bid  provision  adequate 
or  necessary  to  accomplish  this 
purpose?  Would  such  a  provision  result 
in  the  construction  of  inefficient 
refineries? 

2.  Questions  with  respect  to  the 
License  Fee  System,  (a)  Should  the  fee 
be  established  on  a  one-time  basis  or 
should  it  be  adjusted  periodically  based 
on  whether  quota  targets  are  being  met? 
If  the  fee  is  adjusted  periodically,  how 
often  should  it  be  adjusted? 

(b)  Should  there  be  any  restrictions  on 
eligibility  or  transferability? 

(c)  One  difficulty  with  respect  to  a 
license  fee  system  is  calculating  the 
appropriate  fee  which  will  reduce 
demand  to  the  quota  level.  As  an 
alternative  to  increasing  the  fee,  would 
it  be  feasible  to  combine  a  license  fee 
system  with  a  standby  system  for 
distributing  import  rights  which  would 
be  triggered  if  imports  began  to 
approach  the  quota  ceiling? 

3.  Questions  With  Respect  to  No 
Charge  Allocation  System,  (a)  Although 
the  system  as  described  states  that 
allocations  could  be  granted  to  refiners 
and  importers,  import  rights  could  be 
distributed  to  additional,  or  even 
entirely  different,  classes  of  recipients. 
On  what  basis  should  the  allocations  be 
distributed  and  what  effect  will  it  have 
on  the  petroleum  market? 

(b)  Would  an  exception  process  be 
necessary  in  order  to  ensure  that  new 
entrants  have  access  to  import  rights? 

As  an  alternative,  would  equitable 
access  to  import  rights  be  provided  by 
requiring  new  entrants  initially  to 
acquire  such  rights  in  a  secondary 
market  but  then  retroactively  to 
allocate,  in  a  subsequent  period,  an 


amount  equal  to  some  percentage  of  the 
new  entrant’s  initial  imports? 

(c)  At  the  beginning  of  the  MOIP, 
allocation  of  tickets  for  crude  oil  among 
refiners  was  based  on  historical  . 
minimums.  This  system  was  gradually 
phased  out  over  the  life  of  the  program, 
and  replaced  with  an  allocation  system 
based  on  refinery  input  and  biased 
toward  smaller  refineries.  The  proposed 
system  is  not  biased  on  the  basis  of  size. 
Is  there  a  need  for  such  a  bias  and  if  so, 
how  can  it  be  structured  to  minimize  the 
construction  of  inefficient  refineries? 

(d)  The  proposed  system  would 
allocate  import  rights  to  importers  of 
finished  products  on  a  historical  basis. 
How  should  a  base  period  for  product 
imports  be  chosen? 

(e)  Under  the  no  charge  allocation 
system,  licenses  could  be  made 
transferable.  Would  this  increase  the 
danger  of  unwarranted  speculation  or 
market  manipulation  and  if  so,  could 
this  danger  be  avoided  by  limitations  on 
the  quantity  of  licenses  each  person  can 
hold?  Should  license  holders  be  required 
to  use  the  oil  themselves? 

(f)  What  complexities  or  problems  are 
caused  by  the  combination  of  this 
system  with  the  current  mandatory 
allocation  and  price  controls  currently 
scheduled  to  expire  in  October  of  1981? 

4.  The  following  questions  are 
applicable  to  more  than  one  of  the 
alternatives,  (a)  A  major  question  is 
whether  there  should  be  one  overall 
quota  for  both  crude  and  products  or 
whether  there  should  be  separate 
quotas.  If  it  were  determined  that  the 
quota  program  should  contain  an 
element  of  protection  for  domestic 
refiners,  or  if  it  were  determined  that 
regional  impacts  should  be  taken  into 
account  through  the  quota  mechanism, 
one  quota  could  be  established  for  crude 
and  unfinished  oil,  and  another  for 
finished  products.  Finished  products,  in 
turn,  could  be  separated  into  the 
categories  of  residual  fuel  oil  and  all 
other  petroleum  products.  Would  these 
categories  suffice? 

What  would  be  the  regional  and 
industry  impacts  of  a  single  quota?  Does 
this  vary  depending  on  the  alternative? 
Would  separating  the  overall  quota  into 
sub-categories  of  crude  and  unfinished 
oils,  residual  fuel  oil,  and  all  other 
petroleum  products  reduce  flexibility 
and  lead  to  the  inefficient  distribution  of 
imports,  and  complicate  long-term 
planning?  One  way  of  restoring  some 
flexibility  would  be  to  allow  crude  oil 
licenses  to  also  be  used  for  residual  fuel 
oil  imports  and  to  allow  product  licenses 
to  be  used  for  both  other  categories  but 
this  would  still  not  provide  for 
circumstances  where,  for  example,  there 
was  an  emergency  need  for  a  certain 
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type  of  product  import  at  a  time  when 
that  quota  was  exhausted  and  the  others 
were  not.  Would  the  possibility  of 
altering  the  relative  amounts  in  each  of 
the  quota  categories  during  the  middle 
of  a  quota  period  (which  could  have 
significant  impact  on  the  value  of  the 
import  rights)  induce  excessive 
uncertainty  in  the  planning  of  ticket 
purchases  or  could  clear  standards  for 
such  emergency  adjustments  be  devised 
so  that  persons  holding  the  rights  could 
anticipate  any  change?  For  example, 
under  the  auction  system,  standards  for 
the  triggering  of  an  adjustment  could  be 
based  on  the  difference  in  relative  value 
of  the  different  types  of  quota  licenses. 
When  the  triggering  price  differential 
was  reached,  any  unauctioned  licenses 
of  other  types  could  be  released  through 
a  supplemental  auction.  If  all  licenses 
have  already  been  auctioned,  then  the 
system  could  either  allow  the 
convertibility  of  a  certain  percentage  of 
the  less  valuable  types  of  licenses  or  the 
quota  for  the  succeeding  period  of  the 
less  valuable  types  of  licenses  could  be 
reduced  by  the  amount  of  additional 
licenses  which  were  needed  to  increase 
imports  in  the  “emergency”  category. 
Would-such  a  system  restore  the 
flexibility  lost  by  dividing  the  overall 
quota?  Would  controls  be  necessary  to 
regulate  the  substitution  of  licenses,  and 
if  so,  what  controls  would  be 
appropriate? 

(b)  Can  issues  of  regional  impact  and 
impact  on  the  domestic  refining  industry 
be  dealt  with  under  one  or  another  of 
the  systems  presented? 

(c)  What  are  the  international  and 
domestic  impacts  of  including  natural 
gas  liquids  within  the  quota? 

(d)  Under  the  MOIP,  there  was  a 
provision  which,  in  effect,  subsidized 
construction  of  new,  expanded,  or 
reactivated  refinery  capacity  for  a 
period  of  five  years  following  activation. 
Considering  that  the  quota  program  is 
designed  to  reduce  domestic  petroleum 
consumption,  which  in  turn  would 
reduce  the  need  for  refinery  capacity,  is 
there  still  a  need  for  this  type  of  benefit? 
If  so,  how  should  it  be  structured  and 
would  it  be  more  appropriate  to 
accomplish  such  a  purpose  through 
legislation? 

(e)  If  oil  import  rights  once  acquired 
are  freely  transferable,  a  secondary 
market  will  develop  at  prices  reflecting 
changing  economic  conditions.  Would 
the  nature  of  price  setting  in  such 
secondary  markets  create  problems 
which  would  require  imposition  of 
government  controls,  and  if  so,  what 
controls  would  be  appropriate? 

(f)  What  problems  will  arise  in  the 
transition  from  the  existing  MOIP  to  the 
new  quota  system? 


(g)  Small  quantities  of  certain  imports 
were  exempted  under  the  MOIP  and  the 
implementing  regulations.  Would  similar 
provisions  suffice  under  the  quota 
system? 

(h)  With  respect  to  exports,  would 
providing  a  credit  for  exports  foster 
import  dependency  within  the  exporting 
sector  of  those  industries  receiving  such 
benefits,  especially  if  credits  were 
extended  to  imported  crude  and 
unfinished  oil  and  not  to  domestic  oil? 
Credits  might  also  require  an 
administratively  complex  system  in 
order  to  determine  the  actual  value  of 
the  import  right  at  the  time  the  crude  or 
unfinished  oil  was  secured  for 
processing  into  the  export.  While  this 
could  be  avoided  by  relating  the  value 
of  the  credit  to  the  time  of  export,  would 
such  an  approach  result  in  refunds 
greater  or  smaller  than  warranted  and, 
as  a  consequence,  affect  the  marketing 
of  exports?  Should  any  credit  or  refund 
system  which  might  be  adopted  extend 
to  products  other  than  finished 
petroleum  products,  and  if  so,  on  what 
basis  can  a  distinction  be  made  between 
such  exports  and  Other  energy  intensive 
exports? 

V.  Public  Comment  and  Hearing 
Procedures 

A.  Written  Comments.  You  are  invited 
to  participate  in  this  proceeding  by 
submitting  data,  views  or  arguments 
with  respect  to  the  general  and  specific 
issues  and  questions  set  forth  in  this 
Notice.  Comments  should  be  identified 
on  the  outside  envelope  and  on 
documents  submitted  with  the 
designation  “Import  Quota  Systems”, 
Docket  No.  ERA-R-79-44  and  submitted 
by  the  date  indicated  in  the  “Dates” 
section  of  this  Notice  and  to  the  address 
indicated  in  the  “Address”  section.  Ten 
copies  should  be  submitted.  Any 
information  or  data  submitted  which 
you  consider  to  be  confidential  must  be 
so  identified  and  submitted  in  writing, 
one  copy  only.  We  reserve  the  right  to 
determine  the  confidential  status  of  such 
information  or  data  and  to  treat  it 
according  to  our  determination. 

Because  we  anticipate  a  large 
response,  we  would  appreciate  it  if  you 
would  initially  identify  each  comment 
by  the  specific  section  of  the  Notice  to 
which  it  pertains  or  to  the  number  of  the 
appropriate  question  if  the  comment  is 
in  response  to  Section  IV.  All  comments 
received  will  be  available  for  public 
inspection  in  the  DOE  Freedom  of 
Information  Office.  Room  GA-152, 

James  Forrestal  Building,  1000 
Independence  Avenue,  S.W., 
Washington,  D.C.,  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 
Friday. 


B.  Public  Hearings.  1.  Procedure  for 
Requesting  Participation.  The  times  and 
places  for  the  hearings  are  indicated  in 
the  preamble.  If  necessary  to  present  all 
testimony,  hearings  will  be  continued  at 
8:30  a.m.  on  the  next  business  day 
following  the  first  day  of  the  hearing. 

Requests  for  an  opportunity  to  make 
an  oral  presentation  at  the  hearings 
should  be  addressed  as  noted  in  the 
preamble  and  received  no  later  than 
October  22, 1979  for  the  regional 
hearings  and  October  24. 1979  for  the 
Washington,  D.C.  hearing.  The  requests 
should  contain  a  phone  number  where 
you  may  be  contacted  through  the  day 
before  die  hearing. 

We  will  notify  each  person  selected  to 
be  heard  before  4:30  p.m..  October  26, 
1979  for  the  regional  hearings  and 
October  31, 1979  for  the  Washington, 
D.C.  hearing.  Persons  scheduled  to 
speak  at  the  hearings  must  bring  100 
copies  of  their  statement  to  the  regional 
hearings  on  the  date  of  the  hearing  and 
to  the  Office  of  Public  Hearings 
Management,  Room  2313,  2000  M  Street, 
N.W.,  Washington,  D.C.  by  4:30  p.m., 
November  6, 1979,  for  the  Washington 
hearing. 

2.  Conduct  of  the  Hearing.  We  reserve 
the  right  to  select  the  persons  to  be 
heard  at  the  hearings,  to  schedule  their 
respective  presentations,  and  to 
establish  the  procedures  governing  the 
conduct  of  the  hearings.  The  length  of 
each  presentation  may  be  limited,  based 
on  the  number  of  persons  requesting  to 
be  heard. 

A  DOE  official  will  be  designated  to 
preside  at  the  hearings,  which  will  not 
be  judicial  in  nature.  Questions  may  be 
asked  only  by  those  conducting  the 
hearing.  At  the  conclusion  of  all  initial 
oral  statements,  each  person  who  has 
made  an  oral  statement  will  be  given  the 
opportunity  to  make  a  rebuttal 
statement.  The  rebuttal  statements  will 
be  given  in  the  order  in  which  the  initial 
statements  were  made  and  will  be 
subject  to  time  limitations. 

You  may  submit  questions  to  be  asked 
by  the  presiding  officer  of  any  person 
making  a  statement  at  the  hearings. 

Such  questions  should  be  submitted  to 
the  address  indicated  above  for  requests 
to  speak,  for  the  location  concerned, 
before  4:30  p.m.  on  the  day  prior  to  the 
hearing.  If  at  the  hearing  you  decide  that 
you  would  like  to  ask  a  question  of  a 
witness,  you  may  submit  the  question,  in 
writing,  to  the  presiding  officer.  In  either 
case,  the  presiding  officer  will  determine 
whether  the  time  limitations  permit  it  to 
be  presented  for  a  response. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  a  hearing  will 
be  announced  by  the  presiding  officer. 


Federal  Register  /  Vol.  44,  No.  195  /  Friday,  October  5,  1979  /  Notices 


57906 


Transcripts  of  the  hearings  will  be 
made,  and  the  entire  record  of  the 
hearings,  including  the  transcripts,  will 
be  retained  by  the  DOE  and  made 
available  for  inspection  at  the  Freedom 
of  Information  Office,  Room  GA-152, 
James  Forrestal  Building.  1000 
Independence  Avenue,  S.W., 
Washington,  D.C.,  between  the  hours  of 
8  a.m.  and  4:30  p.m.,  Monday  through 
Friday.  Any  person  may  purchase  a 
copy  of  the  transcript  from  the  reporter. 

In  the  event  that  it  becomes  necessary 
for  us  to  cancel  a  hearing,  we  will  make 
every  effort  to  publish  advance  notice  in 
the  Federal  Register  of  such 
cancellation.  Moreover,  we  will  give 
actual  notice  to  all  persons  scheduled  to 
testify  at  the  hearings.  However,  it  is  not 
possible  to  give  actual  notice  of 
cancellations  or  changes  to  persons  not 
identified  to  us  as  participants. 
Accordingly,  persons  desiring  to  attend 
a  hearing  are  advised  to  contact  DOE  on 
the  last  working  day  preceding  the  date 
of  the  hearing  to  confirm  that  it  will  be 
held  as  scheduled. 

Issued  in  Washington,  D.C.,  October  3, 

1979. 

Charles  W.  Duncan,  Jr., 

Secretary  of  Energy. 

Robert  Carswell, 

Acting  Secretary  of  the  Treasury'. 
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